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Specific Comments

Section

1

3(c)(6)
1.613-

The representative market or field price is in

most situations susceptible of Independent
determination.

The fact that the taxpayer may

carry on his nonmining processes at excessively
high cost, even resulting in a loss, should not

affect the determination of the representative market
or field price.

The limitation of this subsection

is therefore not warranted.
2

3(d)
1.613-

(2)

It is proposed, as a general rule, that where a repre

sentative market or field price is not applicable, the

taxpayer must use a "proportionate profits" method.

Other methods may be used only if the Internal
Revenue Service is satisfied that the "proportionate

profits" methods does not clearly reflect "gross

income from the property," and that the requested
alternative method clearly reflects "gross income

from the property."

A taxpayer should be permitted

to compute "gross Income from mining" by use of his

-2-

adopted accounting methods as long as those

methods clearly reflect "gross income from the
property" for the purposes of percentage

depletion.
It is inequitable and unreasonable to prescribe the

"proportionate profits" method as a general rule.
Such method should be used only if the accounting

methods used by the taxpayer do not clearly reflect

"gross income from the property."

The "proportionate

profits" method allocates profits on the ratio of

costs of mining to total costs and will produce equit

able results only if such costs are in direct relation
ship to true profits from mining and from nonmining.

3
3(
1.613-

d)(4)(ii)

In the case where the mining treatment process is
applied to an admixture of depletable and non-

depletable material, the proposed presumption is

too restrictive.

It would provide that costs attri

butable to each should be determined solely on a
tonnage basis in the absence of detailed records

which will more clearly reflect the costs attri
butable to the nondepletable material.

Other

factors, such as relative values, should be permitted
to be taken into account under appropriate circum

stances .

-3Section
1.613-3(e)

4

A distinction was made regarding cash and trade

discounts in American Cigar Co., 21 BTA, 464,
499 (1930) as follows:

”A trade discount is the

difference between a seller’s list prices for his
goods and the amount at which he sells those goods

to the trade.

A cash discount has a very definite

meaning also.

It is a deduction from the price at

which the goods are billed to the purchaser which
the seller allows for settlement of the bill within
a certain stated time."

It would appear then that

no adjustment of "gross Income from the property"

should be made for cash discounts because such
discounts are an allowance for timely payment and not
a reduction of the selling price.

General trade

practice as effected in bona fide transactions

should govern as to whether a discount is cash or
trade.

Accounting for discounts (whether cash or trade)
should be on the basis of those allowed rather than
on the basis of those allowable.

Recognizing

artificial amounts which have not been given effect
in transactions between buyers and the sellers is

not within the concepts of a determination of gross

Income or taxable income.

